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|Mercosur Countries are Beefing up Exports. Focuson Argentina and Uruguay I
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Bolstered by their successin eradicating Foot and Mouth Disease (FMD), Argentina and Uruguay are
looking to compete in new markets for fresh-chilled and frozen beef in Asa and North America, the
United States most important markets. Future success will depend on severd factors, including the
support of a strong export promotion plan and their ability to make necessary structurd adjustmentsin
their beef industries to meet foreign market needs.

Sugtained Export Growth Will Depend on Certain Economic and Production Factors

Argentinaand Uruguay are making strides toward a strong export recovery. Following a downward
trend since 1995, Argentine beef exports rebounded in 1999, growing 15 percent to 335,000 tons
(CWE) as pricesfel sharply. Uruguayan exports declined last year, but are expected to rebound in
2000 due largdly to very competitive prices.

Continued gtrength in the longer term will depend on severd factors. Maintaining the US$1=P$1 parity
is making Argentine beef less competitive on world markets asthe U.S. dollar says strong; thisis
particularly true in the aftermath of the
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market typicaly wants cuts from cattle with alarger frame than istypicaly found in Argentina or
Uruguay.

Argentines Aiming to Build On Export Recovery Momentum with FM D-Free Status

Argentine export levelsin 1999 reveded a hedthy export recovery. Over athird of the shipmentslast
year were chilled cuts, and these accounted for over 50 percent of the export value. The top markets
were the European Union, the United States, and Chile, which together comprised about three-fourths
of thetotd. Argentinafilled and even exceeded the 20,000-ton U.S. import quotafor fresh, chilled, and
frozen beef in 1999. Of Argentina s 20,000-
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Argentina became FM D-free without
vaccination for one year as of April 2000.
TR T r———" Argentine exporters are hoping to enter the
S, el NS Cate Ut nrase Asian markets (Jopan, Koree), aswell as
Mexico, with fresh-chilled and frozen besf.
Some Argentine beef andysts are predicting entry into these markets in the second haf of 2000, while
others say it will not yet happen thisyear. A marketing strategy and contacts will need to be developed.
Argentinawill have to do what other successful exporting nations have done-develop an export
promotion strategy to fit their customers needs. Last year the Agriculture and Livestock Industries
Corporation of Japan opened an office in Buenos Aires to develop trade tiesin Argentina and elsawhere
in South America
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Uruguayan Beef Exports To Recover

in 2000 on Compétitive Prices Uruguayan Beef Exports to top US

Markets Soared in First Half of 2000

Uruguayan beef exportsin 1999 fell 5 1,000 MT (CWE)

percent to 244,000 tons (CWE). The %
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From January through June of 2000, Uruguayan beef exports have expanded at a very rapid pace-up
32 percent. Of particular interest is their expansion into new markets, including Japan, Mexico, Koresa,
and Canada—top marketsfor U.S. beef exports. The Uruguayans have been actively promoting their
products into new markets and working to meet foreign export health requirements. The recent export
recovery aso reflects increased beef production and falling prices. Cattlemen were forced to send their
cattle to daughter as drought conditions persisted from September 1999 through March 2000. The
rains have since returned, and daughter has returned to more normd levels. Uruguay is expected to
remain competitive in 2000 given their relatively low beef price. Tightening beef suppliesin North
America, riang U.S. beef prices, and expected lower U.S. beef exportsin 2001 may provide
competitive opportunities for Uruguayan exports next year.

Structural Adjustmentsand Export Promotions Key to Future Success

The Argentines and Uruguayans are marketing their beef as pasture-based, naturd, and, in some cases,
organic. Cogtsof production are low in both countries. The cattle are generally British cross-breeds,
Angus predominantly in Argenting, Hereford in Uruguay. The Argentines are aiming to increasingly
supply the value-added export market such as prepared beef dishes and medls. Diversification of their
cattle production is another strategy used for meeting export market demands. Feedlot production
began in Argentinaonly 5-6 years ago and there are currently about 150 commercid feedlots
(representing about 1.3-1.5 million head). Growth promoting hormones are gpproved for cattle
production in Argentina

Argentinaistrying to create a Beef Promotion Ingtitute, smilar to our checkoff program. It would
collect $13 million from cattle producers and daughter plants aike, and needs to be voted into law by
the new government. However, there is much debate about who would control the funds and who
should make the largest contributionsto it. The government favors making the exporters who are
allocated the 28,000 ton EU quota pay alarger share. Uruguay has a better developed beef export
promotion strategy and has been actively promoting its beef in new markets. Relatively low beef prices
in both countries will ook attractive on world markets this year, providing a boost to the exports of
Argentina and Uruguay.
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